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Donald E. Cain 
Vice President-Federal Regulatory 

SBC Telecnmmmiications, lrlc 
1401 I Street, N.W., Suite 1100 
Washinglon, D.C. 20005 
Phone 202 326-8875 
Fax znz 408-4806 
Email: dcain&orp.sbc.com 

EEC) EX PARTE OR LATE FILED ORIGINAL 
RECEIVED September 12,2002 

Memorandum of Ex Parte Presentation 

Marlene H. Dortch, Secretary 
Federal Communications Commission 
445 1 2 ' ~  Street, sw 
Washington, DC 20554 

Re: CC Docket No. 01-338, Review of the Section 251 Unbundling Obligations 
of Incumbent Local Exchange Carriers; 
CC Docket No. 96-98. Implementation of the Local Competition 
Provisions in the Telecommunications Act of 1996; and 
CC Docket No. 98-147, Deployment of Wireline Services Offering 
.4dvanced Telecommunications Capability 

Dear Ms. Dortch: 

On September 11,2002, James C. Smith, Senior Vice President, Don Cain, Vice President 
-Federal Regulatory and Gary Phillips, General Attorney a id  Asst. General Counsel 
representing SBC Communications, Inc. (SBC), met with Deputy Chief Jeff Carlisle, 
Chief of Staff Rich Lemer and Legal Counsel Scott Bergmann of the Wireline 
Competition Bureau. 

The purpose of the meeting was to discuss issues associated with the financial and 
investment impacts of the UNE Platform. The attached material was discussed during the 
cowse of the meeting. 

Please contact the undersigned at (202) 326-8875 should you have any questions. 

Sincerely, 

Attachment 

CC: Jeff Carlisle (w/o attachment) 
Rich Lerner (wio attachment) 
Scott Bergmann (w/o attachment) 

NO. of Copies rs 'd  d 
List ABCDE 

http://dcain&orp.sbc.com


UNE-P: Impacts 
and Implications 

Prepared for the 
Federal Communications Cummission 



.- 
I 

! 



..... , 
, . .< 

. . . _ .  . , .  . 
. . .  .. I 

. 

! A  - 

b .. 

m 

. , .  
. .  

, -  ' . .  
, .  . . -- . .  

. .  . .  
. .  

. .  



t 

> 
d 



I -- I -  -i I -, ; 

Wireline Revenues 

q 
3.696 

1 
Down more than $1 billion 
over the past three quarters. 

(3.31% 

More than half of that loss 
came in the most recent 
quarter, 

Assuming annual revenue 
declines continue at current 
pace (5.3)Yi -- no further 
acceleration -- over the next 
four quarters, we will low 
another $2.3 billion from our 
wireline revenue strearn;:,:d-sx$: . ^. v ,  ...F-. 
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UNE-P Acceleration 

358 

692 - 
SBC loses 12,000 lines per 
bay to UNE-P. Projected to 
be 29,QK per day by end of 
2003. 

were mure than 70% 
greater than any previous 
quarter. 

I 

.:. . .  . . .  . .  . 

' +  As states have dropped 
prices, facilities-based 
competition has lagged and 
LINE-P has become the 
dominant mean5 to 
compete with SBC. 
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Competition Trends 

400K 

2 w K  

Lines Added 13-States 

IQOg 

Facilities 3i I .  
L- 

UNE-P 

Added 

2402 



I 

-- I 



.. . , .::- 
'- . .. .  . 

&'> 

. .  . . . '  

9 

I 

t 

i > 
I E  

c - 
I 

"? ' : 
. . >  -.: . .  B I . .  , .  

, .:. F .- - , 
, .  

. I .  . I  ' . 1 'I. ., ..; ~ ,,: . 
1 .  . . -  , . .  

I 

. .  . .  . I  , ' - - :. 
.. . . . .  ' .  . , .  ' .  

. .  
I 

. '  . 



IXCs Exploit Very Large 
UNE-P Discounts 

55Yo . 39% - ,  - 

-.- 
Michigan 

Ohio 1 ._.. 

California $15.24 

Wisconsin** $15.?1 

Per Anna Marie K w a ~  of Cwnrnerce Capital MaM, IC. M 
m t  rate Changes. 
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SBC Provides Residzntiaf Universal 
Service While IXCs "Cherry Pick" Profits 

Arnerilmh Residential Customer S w  ndlng 
*!! af T-1 

Ave Rev SBC O h  of Total 
Revenue SBC P M t  

I x C O f f ; e r s & ~  
premium customers 

mther than 
unhmml service. 

Quartile I fl *3=$54 36Vt1 72% 

I X C S C  
Quartile 2 $36-$43 299b 41?40 

II SBC 
Q u a m  4 

. .  I 
$24-$36 2 1% 90,'O 

(22)% 

SBC's resulting cb=torner base will be 
unwofitabk, with no funds far investment. 
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Slower Deployment of New Services 

Equipment Suppliers 

24 
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Next Steps 
Current reguhtory regime regarding UNE-P 
and pricing is unsustainable 

Turmoil in industry calls for quick and decisive 
action 

'r ' . -  
. . - i, :./! - .- 
, I / < '  .'. 

As long as we have carrier of last resott:"' 
obligations, prices must be set to recover our 
costs 

, .  .. . 

There are many ways to solve this problem, but 
time is extremely short. Whatever direction 
the FCC moves, it must be effective in a very 

. short period of time 
, ,  
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